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CONFIDENTIAL LISBON 9426 
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TAGS: PINT, PO 

SUBJECT: POST-SOARES ALTERNATIVES 

REF: (A) LISBON 9425 (DTG 091513Z DEC 77) 

(B) LISBON 9298 (DTG 051657Z DEC 77) 

SUMMARY: PROSPECTS FOR EANES'S PREFERRED ALTERNATIVE, A 
GOVERNMENT OF "MANAGERIAL COMPETENCE" WITH PARTY MEMBERS 
PARTICIPATING AS INDIVIDUALS, ARE ONLY FAIR. HE MIGHT BE 
ABLE TO PUT ACROSS HIS SECOND CHOICE, A GOVERNMENT OF 
"MANAGERIAL COMPETENCE" SOLELY WITH INDEPENDENTS. ELECTIONS, 
WHICH NEITHER THE PRESIDENT NOR THE DEMOCRATIC PARTIES 
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WANT NOW, WOULD BE THE LAST RESORT. END SUMMARY. 

1 . PRESIDENT EANES HAS ALREADY BEGUN CONSULTATIONS 
LOOKING TO THE FORMATION OF A NEW GOVERNMENT (REF A). 

THE THREE ALTERNATIVES HE IS CONSIDERING WERE DISCUSSED 
IN (REF B); THEY INCLUDE: 

- A GOVERNMENT OF "MANAGERIAL COMPETENCE" WITH PARTY 
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MEMBERS PARTICIPATING AS INDEPENDENTS. 

- A GOVERNMENT OF "MANAGERIAL COMPETENCE" SOLELY WITH 
INDEPENDENTS. 

- DISMISSING THE LEGISLATURE AND NAMING AN INTERIM 
GOVERNMENT PENDING NEW ELECTIONS. 

2. PROSPECTS FOR EANES’S PREFERRED ALTERNATIVE, A GOVERNMENT 
OF "MANAGERIAL COMPETENCE" WITH PARTY MEMBERS. ARE ONLY 
FAIR. THE PRINCIPAL OBSTACLE WILL BE THE DIFFICULTY OF 
BRINGING THE SOCIALISTS ALONG. PS LEADER SOARES MADE IT 

Cl FAR DURING THE DEBATE ON HIS CONFIDENCE MOTION THAT THE 
CHOICE WAS BETWEEN THE SOCIALISTS IN THE GOVERNMENT OR IN 
THE OPPOSITION. ACCEPTANCE OF A "SOCIALISTS-PLUS- 
INDEPENDENTS" FORMULA WOULD BE A VIRTUAL PREREQUISITE TO 
INDUCING SOARES TO TRY AGAIN. SOARES WOULD ALSO INSIST 
UPON FOLLOWING ESSENTIALLY THE SAME PROGRAM WHICH WAS JUST 
REJECTED IN THE LEGISLATIVE ASSEMBLY. THE ABSENCE OF 
SOCIALISTS WOULD MAKE IT DIFFICULT FOR THE PRESIDENT TO 
INCLUDE PSD AND CDS MEMBERS FOR FEAR OF CREATING YET ANOTHER 
"MINORITY GOVERNMENT." AND IF THE SOCIALISTS REMAINED ON 
THE OUTSIDE, PRESSURES FOR LEFT-RIGHT POLARIZATION WOULD BE 
INTENSIFIED. 

3. EANES MIGHT, THEREFORE, MOVE QUICKLY TO THE SECOND 
ALTERNATIVE, A GOVERNMENT OF "MANAGERIAL COMPETENCE" SOLELY 
WITH INDEPENDENTS OR INDIVIDUALS WITHOUT STRONG PARTY TIES. 
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BUT THERE ARE ALSO PROBLEMS WITH THIS FORMULA. IT WOULD 
BE DIFFICULT TO FIND ENOUGH QUALIFIED "INDEPENDENTS" 

TO PUT TOGETHER A FIRST-CLASS ADMINISTRATION. THE PARTIES 
WOULD STILL HAVE TO PASS ON NAMES, AND THE GOVERNMENT PROGRAM 
WOULD HAVE TO GET THROUGHT THE ASSEMBLY. THE GOVERNMENT. 
LACKING A PARLIAMENTARY BASE OF ITS OWN, WOULD TEND TO 
FALL BACK ON THE PRESTIGE OF THE PRESIDENT TO WORK ITS WILL. 

DESPITE THE OBSTACLES, EANES MIGHT BE ABLE TO SELL THIS 
FORMULA TO THE PARTIES, PARTICULARLY WHEN THE REMAINING 
ALTERNATIVE IS ELECTIONS WHICH NONE OF THE DEMOCRATIC 
PARTIES WANTS NOW. 

4. TIMING IS BECOMING AN INCREASINGLY IMPORTANT CONSIDERATION. 

ALL CONCERNED ARE AWARE OF DEEPENING BALANCE-OF-PAYMENTS 
PROBLEMS AND THE LOOMING LIQUIDITY CRISIS. DESPITE 
PARTISAN RHETORIC IN THE ASSEMBLY AND ELSEWHERE, THE COOLER 
HEADS IN THREE DEMOCRATIC PARTIES RECOGNIZE THE NECESSITY OF 
REACHING AGREEMENT THE INTERNATIONAL MONETARY FUND; THE SOCIAL- 
ISTS ARE STILL PREPARED TO TRY TO WRK SOMETHING OUT WITH 

THE OTHER PARTIES. EITHER OF THE FIRST TWO ALTERNATIVES COULD 
PRODUCE SUFFICIENT POLITICAL SUPPORT TO PUT ACROSS AN IMF 
UNDERSTANDING. IF THE ELECTION ROUTE WERE CHOSEN, THE IMF 
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MIGHT BE RELUCTANT TO COMMIT ITSELF, UNTIL THE RESULTS ARE 
KNOWN. 

CARLUCCI 
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